
January 8,2008 

Mrs. Susan M. Hudson, Clerk 
Vermont Public Service Board 
112 State Street, Drawer 20 
Montpelier, VT 05620-2701 

EXHIBIT 

M 
\ 

D O W N S  R A C H L I N  MARTIN P L L C  

Re: Docket 7270: Joint Petition of Verizon New England Inc., d/b/a Verizon Vermont, 
Certain Afliliates Thereof, and FairPoint Communications, Inc. for approval of an asset 
transfer, acquisition of control by merger and associated transactions 

Dear Mrs. Hudson: 

Attached for filing is an original and six copies of a Stipulation among FairPoint 
Communications, Inc. ("FairPoint"), Verizon Kew England Inc., d/b/a Verizon Vermont on 
behalf of itself and its affiliates NYNEX Long Distance Company, Verizon Select Services Inc., 
Bell Atlantic Communications Inc., Northern New England Telephone Operations LLC, and 
Enhanced Communications of Northern New England Inc. (collectively, "Verizon"), and the 
Vermont Department of Public Service ("Department" or "DPS"). . 

Thank you for your assistance in this matter. Please call with any questions. 

Very truly yours, 
DOWNS RACHLIN MARTIN PLLC 
Attorneys for FairPoint Communications, Inc. 

~ o b e i y ~ .  Miller, Jr. 
Barclay T. Johnson 
Megan R. Ludwig 

Enclosures 

Service List; Shirley J. Linn, Esq.; Robin E. Tuttle, Esq.; 
Peter H. Zarnore, Esq.; Benjamin Marks, Esq.; AIexander W. Moore, Esq. 
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STATE OF VERMONT 
PLDLlC SERVICE B O N W  

Joint Petilion of Verizon New England Inc., ) 
dh/a  Verizon Vermont, Certain Affiliates 
'Thereof, and FairPoint Communications, 1 
lnc. for approval of an asset transfer, 1 
acquisition of control by merger and 1 
associated transactions 1 

Docket No'. 7270 

STIPULATION AMONG FARPOINT COMMLTNICATIONS, NC. ,  
VERIZON NEW ENGLAND N C .  _AND THE VERMONT 

DEPARTMENT OF PUBLIC SERVlCE 

With respect to the above-captioned docket, Fairpoint Communications, Inc. 

("FairPoint"), Verizon New England Inc., d/b/a Verizon Vermont on behalf of itself and its 

affiliates NYNEX Long Distance Company, Verizon Select Services Inc., Bell AtIantic 

Communications Inc., Northern New England Telephone Operations LLC, and Enhanced 

Cominunications of Northern New England Inc. (collectively, "Verizon"), and the Vermont 

Department of Public Service ("Department" or "DPS") stipulate and agree as follows: 

WHEREAS, on January 3 1,2007, Verizon and FairPoint filed a Joint Petition under 30 

V.S.A. 5 107, 109, 23 1 and 3 1 1, seeking an order approving the transaction pursuant to which 

FairPoint will acquire Verizon's local exchange and long distance businesses in Vermont (the 

"Proposed Merger and Related Transactions"); 

WHEREAS, the Vermont Public Service Board (the "Board") issued an order dated 

December 21,2007 in which the Board denied the petition filed by FairPoint and Verizon and 

stated that: "we are persuaded that the proposed acquisition offers potentiaI benefits to the 

Vermont custoiners now served by Verizon: (1) improved service quality; (2) expansion of 

broadband coverage to reach over 80 percent of Verizon's current customers, along with faster 



speeds; (3) a comn~itinent to lnake adequate invest~llent in the infi-astructure; (4) expanded 

service offerings; and (5) the presence of a company whose major intcrest is providing wireline 

~elzcom~nunications service jn Vermont and the other iiorthesi~ New England states;" 

WHEREAS, the Board stated that "because of these potential benefits, we remain open to 

a new filing from Fairpoint that seeks to address the financial concerns that we describe in this 

Order," and stated that "we will leave thls docket open for a period of time to permit FairPoint 

and Verizon to modify their proposal" to address the Board's concerns; 

WHEREAS, the Boaxd further stated "but for these financial risks, we would approve the 

merger;" and 

WHEREAS, the Department filed testimony raising certain concerns regarding the 

proposed transaction, and since the issuance of the order the Department, FairPoint and Verizon 

have ,engaged in settlement negotiations and have settled certain matters pertaining to the joint 

petition of FairPoint and Verizon. 

NOW, THEREFORE, FairPoint, Verizon and the Department stipulate and agree as 

follows: 

1. Capital Expendilures/Dividend Restriction. During the three years following the 

Closing Date, FairPoint shall make, on average, annual capital investments in Vermont in 

the following minimum amounts: 

First Year: $ 41,000,000.00 

Average of First Two Years: $ 40,000,000.00 

Average of First Three Years: $ 40,000,000.00 

To assure investment in the network occurs as projected by FairPoint, total dividend 

payments by FaisPoin1 to its common shareholders following the two year anniversary of 
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the closing will be reducetl the followiilg year by the amount in \vhich the annual average 

capital expenditures niade in Vennont over the two years is less than $40 million, and 

div~dends paid in the year lollowing the th-ee year anniversary will be reduced by the 

amount in which the annual average capital expenditures over the threi-year period is 

less than $40 million. 

2. Further Dividend Restrictions. 

(a) Beginning with the first full quarterly dividend paid after the closing of the 

Merger, FairPoint shall reduce its aggregate annual dividends payable on common stock 

(currently $1.59 per share) by 35% which is effectively an annual reduction of 

approximately $49.7 million from current projected levels after the Merger. FairPoint 

shall not be allowed to subsequently increase its per share dividend until this limitation is 

terminated pursuant to paragraph 4. 

(b) FairPoint shall not declare or pay any dividend on the common stock of 

FairPoint following the end of any three consecutive fiscal quarters during which the 

Leverage Ratio exceeds 5.50 (reduced to 5.0 at and after the fifth full calendar quarter 

following the Closing Date) or the Interest Coverage Ratio is less than 2.25. FairPoint 

shall use funds that would otherwise be available to pay dividends but for this restriction 

to first repay outstanding borrowings under its revolving credit agreement and second to 

prepay Term Loan borrowings (unless the loan agreements require a different order of 

payment) until such repayments reduce the debt as of the end of the last respective 

quarter such that the Leverage Ratio is reduced to 5.5 or 5.0, respectively. (There will not 

be any limitation on dividends paid during the first two full fiscal quarters following the 

closing beyond the reduction agreed to in paragraph 2(a).) 
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(c) Fail-Point shall limit the cumulative amount of pay~~lents of dividends on 

its outstanding common stock (excluding the first two full quarterly dividend payments 

allel- tile closing) to ~ o t  inore than the cumulative adjusted Gee cash flow (before 

dividends) generated from and afier the Closing Date. 

(d) The conditions in paragraphs (b) and (c) will not be effective until the 

third full fiscal quarter following the closing, to be consistent with the proposed credit 

agreement. For all purposes in this Stipulation Leverage Ratio shall be defined as the 

ratio of Total Indebtedness to Adjusted EBITDA. In calculating the Leverage Ratio, for 

purposes of this Stipulation, FairPoint shall use the outstanding gross debt amount 

reduced by any available cash balance, provided that the amount of cash netted against 

gross debt shall be no more than $25 million. The definitions of Total Indebtedness and 

Adjusted EBITDA shall be the sane  as those contained in Fairpoint's current loan 

documents and as modified by the terms of the new loan documents. 

3. Debt Reduction. Beginning in the first quarter of 2009, FairPoint agrees to pay the 

higher of $35,000,000 annually, or 90% of annual Free Cash Flow, to be applied equally 

in each fiscal quarter, towards the permanent reduction of the principal amount of the 

Term Loan(s). Free Cash Flow is defined as the cash flow remaining after all operating 

expenses, interest payments, tax payments, capital expenditures, dividends and other 

routine cash expenditures have occurred. (For the first year of operations, this calculation 

would include all adjustments permitted by the current and the new loan documents.) 

4. Termination of Financial Conditions. The requirements and conditions in 

paragraphs 2(a), (b) & (c) and 3, above, shall terminate upon FairPoint achieving a 
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Leverage Ratio of 3.5 for any three consecutive fiscal quarters, pl.ovided that if ~ l i th in  

two years of the end of such three consecutive fiscal quarters achieving the Leverage 

Ratio of 3.5, the Leverage Ratio exceeds 4.0 lo r  ally three consecutive qua~i-ers, the 

limitations and conditions in paragraphs 2(a), (b) & (c) and 3 will become effective and 

remain effective until the earlier of five years after the end of such three consecutive 

fiscal quarters acheving a Leverage Ratio of 3.5 or ten years after the Closing Date. In 

any event, the limitations and conditions in paragraphs 2(a), (b) & (c), 3 and 4 shall 

terminate no later than ten years after the Closing Date. (For the purpose of clarity, if 

over the ten year period FairPoint does not achieve the Leverage Ratio of 3.5 for three 

consecutive quarters, the limitations and conditions remain in effect over the entire ten 

year period.) 

5 .  Working Capital Adiustment. Verizon wiIl provide at or before closing a 

contribution to Northern New England Spinco Inc. ("Spinco") that will increase Spinco's 

working capital in the amount of $235.5 million in addition to the amount specified for 

working capital in the Distribution Agreement as of the date hereof. FairPoint shall use 

$235.5 million to repay permanently (or otherwise not incur), not later than 30 days afler 

the closing of the Merger, the Term Loan or the Spinco Securities issued or incurred at 

closing. 

6. At closing, Fairpoint will adopt the Performance Enhancement Plan to support its 

service quality and broadband commitments, attached to the Stipulation as Attachment 

A-1. The Department, Verizon and Fairpoint agree that as a result of the agreements and 

merger conditions contained in this Stipulation, there is no need for the Board to include 
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the Departme~~t's proposed condilion nulnber 6 (concerning restrictions on cash transfers 

to the FairPoint parent company) in its order. 

7. FairPoint has agreed to an independent third party monitor for the Transition 

Services Agreement cutover process pursuant to the scope of work ("FairPoint Cutover 

Monitoring Statement of Scope", attached as Attachment A-2) established by 

representatives of the ~ e ~ a r t m e n t ,  the Maine Public Utilities Commission and the New 

Hampshire Public Utilities Commission, to be paid for by FairPoint. 

8. Prior to the Merger closing, Verizon, Spinco and FairPoint shall amend their 

transaction agreements to the extent rcquired to reflect the applicable terms expressly set 

forth herein. 

9. FairPoint, Verizon and the Department agree that the Board should approve the 

Proposed Merger and Related Transactions pursuant to 30 V.S.A. 5 107, 1 09,23 1 and 

3 1 1, subject to the conditions set forth in Paragraphs 1-7 of this Stipulation and the 

conditions outlined in Appendix B of the Board's order in this docket dated 

December 21, 2007, other than those conditions for which FairPoint and Verizon seek 

modification or reconsideration in a timely fashion. Nothing in this stipulation shall bar 

FairPoint or Verizon from seeking reconsideration or modification of any of the Board's 

proposed conditions in Appendix B, nor shall the Department be forecIosed from 

opposing any such request. The Department agrees that, subject to these conditions, such 

transactions (including designation of Northern New England Telephone Operations 

LLC, as an Eligible Telecomn~unications Canier under 47 U.S.C. $214( e ) and in 
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compliance with 47 C.F.R. 954.201), will promote the public good and the general good 

of the state. 

10. Fairpoint, Verizon and the Department agree to devote their best efforts toward 

Board approval of this Stipulation. 

1 1. The parties agree that this Stipulation shall not be construed by any party or 

tribunal as having precedential impact on any future proceeding involving the parties, 

except as necessary to implement this Stipulation or to enforce an order of the Board 

resulting from this Stipulation. 

12. This Stipu1,ation shall be approved without modification or additional condition on 

the subjects addressed herein. This Stipulation represents the only agreement between 

the parties to the Stipulation and rejection of any part of this Stipulation constitutes a 

rejection of the whole and the Stipulation shall thereafter be null and void. In the event 

that the Merger does not close or this Stipulation and its terms are not adopted by the 

Board in their entirety and without mod;-fication, this Stipulation and all of the terms and 

conditions contained herein shall be null and void. 
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Dated: January 8, 2008. 

VERIZON NEW ENGLAND TNC., NYNEX LONG 
DTSTANCE COMPANY, VERTZON SELECT SERVICES 
lNC , BELL ATLANTIC COMMUNICATIONS, INC , 
NORTHERN NEW ENGLAND SPINCO NC., 
NORTHERN NEW ENGLAND TELEPHONE 
OPERATIONS LLC and ENHANCED 
COMMUNICATIONS OF NORTHERN NEW 
ENGLAND MC. 

By their attorneys: 

Alexander K ~ o o r e  
185 Franklin Street, 13"' Floor 
Boston, MA 021 10-1585 

Peter H. Zamore 
Sheehey Furlong & Behm P.C. 
30 Main Street, 6'" Floor 
Burlington, VT 05402-0066 

FAIRPOINT COMMUNICATIONS, TNC. 

By its attorneys: 

Dated: 
Shirley J. Linn 
Executive Vice President 
and General Counsel 
521 E. Morehead Street, Suite 250 
Charlotte, NC 28202 

Nancy S. Malmquist 
Downs Rachlin Martin PLLC 
90 Prospect Street, P.O. Box 99 
St. Johnsbury, VT 058 19-0099 
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Dated: January 8,2008. 

VERIZON NEW ENGLAND INC., NYNE.Y LONG 
DISTANCE COblPANY, VERIZON SELECT SERVICES 
INC., BELL ATLANTIC COMh4JJNICATSONS, TNC., 
NORTHERN NEW ENGLAND SPINCQ INC., 
NORTHERN NEW ENGLAND TELEPI-ION3 
OPERATIONS LLC and ENHANCED 
COMMUNICATIONS OF NORTHERN NEW 
ENGLAND INC. 

By their attorneys: 

Dared: 

Alexandar W, Maore 
185 FnilIclin Slreet, 13"' Floor 
Boston, MA 021 10-1585 

Peter I-I, Zarnore 
Shcchey Furlong & Behm P.C. 
30 Main Skeet, G~'' Floor 
Burlington, VT 05402-0066 

FAJRPOTNT COIvMUNIC ATIONS, N C .  

By its attorncys: 

Eseculive Vice President 
a d  General Coullsel 
521 E. Morehead Street, Suite 150 
Charlolle, NC 28203 

Nancy S. Malmquisl 
Downs Raclllin Martin PLLC 
90 Prospect Street, P,O. Box 13 
St. Johnsbury, VT 058 19-0099 
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VERMONT DEPARTMENT OF PUBLIC SERVICE 

Dated: JCtrc . $ 2 ~  

1 12 State Street 
Montpelier, VT 05620-2601 

James H. Porter LII, Esq. 
Special Counsel 
Drawer 20 
Chittenden Bank Building 
1 12 State Street 
Montpelier, VT 05620-2601 
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Attachment A-1 

Performance Enhancement Plan 

A. Purpose and relationship to existinz SOP: The Performance Enhancement Plan (PEP) is -- - 
intended to create strons incentives for FairPoint to improve historic areas of poor pe~formallce 
in the legacy Verizon-Vermont service territory, discouraye development of new areas of poor 
perfonnance, and create a strong incentive for timely completion of FairPoint's broadband 
invest~iie~lt commit~nellts in Vermollt. Although the PEP measures service quality perfor~nance 
using many of the same performance areas as the existing Service Quality Plan (SQP), as well as 
some additional ones, it is intended to be supplenlental to the SQP, and does not change or alter 
the SQP in any way. Dollars generated under the PEP are primarily intended to be made 
available to fund incremental expenditures that will improve service qualiry, but a small amount 
may be forfeited for other specified purposes, so as to provide an incentive for FairPoint to limit 
accumulation of dollars under the PEP and to avoid any delays in the agreed upon deployment of 
broadband. 

B. Generation of PEP Fund dollars due to seivice quality: FairPoint will set aside money in a 
PEP Fund each year if it hiIs to meet certain service quality performance measurements in 
calendar years 2008, 2009, and 2010. FairPoint shall hold such monies until disbursed according 
to the requirements of the PEP, recognizing that in certain circumstances incremental remedial 
disburse~iients may, in complia~ice with paragal111 C. below, precede the set asides. Tn any case, 
incremental remedial disbursements made during the year under this plan will reduce the set 
asides consistent with paragraph C, below. Fairpoint shall set aside an amount to be determined 
by the number of SQP Annual Service Quality Performance Areas for which FairPoint's 
performance in that year does not rneet the baseline standard and by the number of "Service 
Quality Events" (defined below) that FairPoint experiences. FairPoint shall be obligated to set 
aside up to a maximum of $12.5 million in the PEP Fund for each calendar year for reasons 
related to its service quality delivered in that calendar year. The niaximum and first priority to 
fund the set aside shall be cash funding up to $1 0 million wit11 ally additional set asides covered 
by I-eserving the appropriate amount under FairPoint's credit facility. Performance 
measurements under the P.EP will apply to pcrforrnancc by FairPoint after it assu~nes 
responsibility for operations. 

1 . Annr~al ,Service I_)ualil]~ Per$/.nznt7ce A~.ea,v. For each Performa.nce Area in the SQP 
(except Performance Area 9) for which FairPoint's perforlnance does not rneet the 
baselinc standard as of each calendar year end, FairPoint shall set aside $5 nlillion in 
the PEP Fund at the tirne it reports a~mual service quality perfonnance to the 
Department and the Board. 

2. Service Q14alio: L~lenr.~. For each Service Qual~ty Event Fairl'oint experiences, 
FairPoint shall set aside $1.0 million in thePEP Fund within 30 days ofthe event. 
An Event shall coilsist of any of the following [Events due to Acts of God or force 
nlajeure will not be counted as Events for purposes of the PEP; however, for purposes 
of this PEP, the tern] "Acts of God" does not include the occasio~~al severe weather 
that occurs in Vermont. ): 
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a. Each month equal to three or more consecutive nlonths in which the network 
trouble report rate for an exchange exceeds 1.4 trouble reports per 100 lines i n  
service. Each exchange exceeding the standard shall constitute an 

b. Each month equal to three or more consecutive months in which the rate of 
business troubles not cleared in 24 hours for an exchange exceeds 10% of 
business troubles. Each exchange exceeding the standard shall constitute an 
event. 

c. Each month equal to three or more consecutive months in which the rate of 
residential troubles not cleared in 24 hours for an exchange exceeds 30% of 
residential troubles. Each exchange exceeding the standard shall constitute an 
event. 

d .  A service outage affecting more than 50 access lines simultaneously resulting 
in a "no dial tone" coildition for more than 5 hours. 

e. An interoffice facility failure or bloclcage impa.cting a central office for more 
than 30 minutes where the nun~ber of access lines affected lnultiplied by the 
number of minutes in duration exceeds 900,000. 

f. A loss of interoffice calling capability from one host central office to another 
as a result of a Signaling System failure fur more than 30 minutes. 

g. Any year in which the number of FairPoint consumers who file complaints 
with the Department ofpublic Service that are ultimately classified as 
escalations following investigations exceeds 140 per calendar year. 

C. Service Quality rernediation and use of the PEP Fund: Upon triggering of a set-aside of 
dollars into the PEP Fund, whether due to a repolled Service Quality Performance Area, or due 
to a Service Quality Event, FairPoint shall produce a remediation plan within 30 days to address 
the issue leading to the triggering of the set-aside. FairPoint may propose a remediatioil plan at 
any time that addresses the service quality events and performance areas addressed by this plan. 
The remediation plan may include use of PEP Fund dollars for capital exl~enditures 01- operating 
expenses. Suc.h expenditures or expenses must be incremental to FairPoint's budgeted or planned 
annual \/ermont operations expenses and capital expenditures and n~ust  be used to find new or 
additional acti\:ities to remediate the issue. Upon request of the Department or upon its o\\ln 
motion and afier notice and opportuility for hearing, the Board may reject FairPoint's proposal to 
use PEP Fuiid money if it finds it does not meet the criteria stated herein for use of such hnds, or 
may disallow credit for sucIi use if the expenditures are made prior to the year end calculation for 
the set aside. 

D. Broadband: At the end of 2008, 2009 and 2010 if FairPoint fails to meet its broadband - - 
requirement under the alternative regulation plan, it shall pay $1.0 million to the Vermont 
Telecominunications .4uthority ("VTA") for each year it fails to meet its required milestone. 
Payments shall be made by January 3 1 after the end of the year in which it failed to meet the 
milestone tf Fail-Point fails to meet the requirement from Docket 7270 to provide 100% 

' For esalnple, iTexcllar~gc A bas a ~iel\vork I ~ ~ o ~ ~ b l c  lepol-l rale o r  1 .5  Tor lliree c o ~ i s e c ~ ~ ~ i v e  I I I O ~ I ~ ~ I S .  ll~al would 
constilute OJE Service Qualie Event. Lf exchange A has a network lrouble report rate of 1.5 for four consecutive 
i~zontl~s, that would constitute four consccutivc montl~s. Uiat vvould co~istitutc two Scrvicc Quality Evcnts. If 
exchange A and eschaige B each h a ~ e  network trouble report rates that exceed 1.5 for Pour consecutive ~uontl~s, that 
~vould corlstitute four Senice Quality Events. 



NECTA/CPNH EXHIBIT 85P 

broadband a'vailability in 50% of its exchanges, it shall also pay to the VTA $350,000 per 
exchange below the 50% of exchanges target in wl~ich it d id  not achieve 100% broadband 
availability, up to a maximum of $9 million. Tt shall make these payments by January 3 1, 201 1. 
Payments by FairPoint to the VTA shall not relieve FairPoint of any obligations to perform on 
broadband expansion obligations. 

E. Fo~feiture ofPEP Fund Dollal-s: ARer any calendar year iu  which PEP Fund dollars spent for 
remediation is less than the total of PEP Fund set-asides due to (i) failures to meet the baseline 
standards of hlnual  Service Quality Performance Areas in the prior calendar year and (ii) 
Service Quality Events in the present calendar year2, FairPoint shall each year forfeit the lower 
of $500,000 or the balance remaining in the PEP Fund to the VTA. FairPoint shall make these 
payments after the close of the calendar year on or before March 15, 2009, March 15, 201 0, and 
March 15,201 1. By December 31, 201 I ,  FairPoint shall make an additional forfeiture to the 
VTA froin the PEP Fund in the amount of $ I  .O  nill lion or the amount of money remaining (if 
any) in the PEP Fund, whichever is less. If, after making the payment due by December 3 1, 
201 1, 1no11ejr remains in the PEP Fund, FairPoint may reclaim the remaining finds if at any time 
afier January 1, 201 1 if it has not violated any Vermont service quality standard or requirement 
applicable to it at the time for a period of not less than 12 montlls. Until such time as FairPoint is 
able to reclaim the money or the PEP Fund is exhausted, FairPoint shall propose to the Board 
additional I-einediation actions to 61ld  out ofthe PEP Fund which will i~~iprove service quality 
for consumers. 

' For purposes of tlus calculation, set-asides required for a Senice Quality Elgent shdl be counted on the date the 
set-aside was made, not on the date the triggering event occurred. 
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Attachment A-2 

FairPoint Cutover Monitoring 
Statement of Scope 

The 1,ibe~ty Consulting G-oup ("l,ibertyV) understands that the 'Maine Tublic Utilities 
Commission, the Wew Hampshire .Public Utilities Commission; and the Vermont 
Department of Public Service ("State Regulators") are interested in engaging a coilsultant 
to rnonito~. the cutuver from Verizon's back-office systelns to those developed for 
FairPoint by Capgemini in the event that the hPUC, NHPUC, and VTPSB approve the 
proposed transaction. The purpose of this engagenlent is to address concerns raised in 
proceedings in each of the ~hree states that failures in the transition from Verizon to 
FairPoint systems can producc adverse customer impacts. The State ReguIators 
recognize that FairPoint is already developing and testing its systems and that Liberty's 
participation before any regulatory approvals may prove useful even if the transaction is 
not ultimately approved. The State Regulators' interest and participation in Liberty's 
engagement shall not be construed by any party as an indication that any of dle state 
regulatory commissions wilI approve the proposed transaction nor consent to be bound by 
specitic reco~nmendations made by Liberty. Liberty understailds that tile worlc would 
include the followins activities but would not include an explicit approval of Faifpoint's 
testing criteria, practices, or strategies. 

Review and Assessment of FairPoint Planned Testing and Cutover Readiness 
Process 

This part of the scope of work will begin immediately at commencement of the project 
and will invol.ve a thorougl~ review of Fairpoint's planned testing process to determine 
readiness to provide Verizon with notice of readiness for cutover and to proceed with the 
cutover of systems and hnctions provided by Verizon to the Northern New England 
operalion. Liberty expects that this review will be accomplished lhrough review of 
documents, telephone c.onferences, and on-site meetings with FairPoint and Capgemini 
~ersonnel working on the conversion project. Liberty will also review the concerns and 
requirenlents expressed by the wholesale systems users. Through this process, Liberty 
will: 

Review the systelns testing strategy. 
Review the systelns testing plans. 
Review the specific test cases. 
'Review the expected outcome of the test cases. 
Review the Lesling acceptance criteria. 
Analyze the testi*$ strategy and plans for adequacy, feasibility, and 
comprehensiveness in addressing all neces,sary functions 111oving from Verizon to 
FairPoint. 
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Review the testing acceptance criteria for adequate classification and disposition 
of outcome defects (severity 1, severity 2, etc.). AnaIyze the test cases for 
completeness and accuracy in addressing the necessary hnctions. 
Review staffing requirements and plans. 
Review system training pIans and schedules, both for FairPoint personnel and 
wholesale customers. 
Review notice and readiness timetables given to wholesale custonlers for 
adequacy and reasonableness. 
Notify FairPoint of issues and concerns exposed in the review and 
recommerldations for FairPoint action. 
Identify the key business processes and associated test criteria that FairPoint niust 
use to demonstrate cutover readiness. Successhl perforinance on these key test 
criteria by FairPoint should be necessary (although not necessarily sufficient) for 
proceeding with the final cutover. 

Ke.y Deliverables: 
A draft report to the State Regulators on the testing strategy, plans, acceptance 
criteria, and test cases after completing the initial review. This report will include 
comments and recommendations; a list and description of key business processes 
and associated test criteria, with expIanation as to why they were selected; and 
identification of any key concerns raised with FairPoint that have not been 
addressed. 
Release of the draft report for review and comment by the State Regulators and 
interested parties, including wholesale customers. 
A final report on the testing strategy, plans, acceptance criteria, and test cases 
after Liberty review of the input .From the State Replators and interested parties. 

Monitoring of Testing and Cutover Readiness Process 

This part of the scope of work will be \ w i l l  be ongoing from the beginning of the project 
through the notification by FairPoint to Verizon of readiness for conversion. During this 
process Liberty will collect information on the progress being made toward cutover 
readiness and flag emerging issues or areas of concern for the State Regulators. As part 
of monitoring, Liberty will. 

Participate in Fairpoint project status meetings at least monthly. 
Participate in Capgemini and FairPoint test status and defect review meetings and 
key decision making meetings, as appropriate. 
Participate monthly in FairPoint conference calls with CLEC technical subject 
matter experts to verify progress towards cutover readiness from wholesale users' 
perspective 
Review ally updates or changes to the testing strategy, plans, acceptance criteria, 
test schedules, test cases, training plans, and traini~lg schedules that occur as the 
systems development and testing proceeds. 
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Provide updates, comments, and recommendations on any changes to the State 
Regulators. 
Review the test results on a weekly basis as the testing proceeds, examining all 
severity 1 and severity 2 failures and a selected set of other results and comparing 
number of scheduled versus actually executed tests. 
Review systems training progress. 
Monitor FairPoint's progress in bringing on staff and developing the organizatioil 
needed to support business processes post-conversion. 
Verify that FairPoint is using appropriate and sufficient methods to assure 
complete and accurate conversion of data from the Verizon systems to the new 
FairPoint systems. This would include but not be limited to verifying that the 
conversion team is using automated comparative conversion metrics reporting of 
key count statistics between the Verizoil systems and the converted data in the 
new systems, including access line counts by type, customer counts by type, 
product counts by product code, and other comparably key statistics. 
Review and verify FairPoint's and Verizon's ability to successfully migrate 
necessary data from Verizon to FairPoint systems in a reasonable timeframe. 
Observe selected system and business process acceptance tests, as appropriate, 
and review the detailed test results for key acceptance criteria. 
Review and evaluate the readiness of FairPoint's systems, organization, and 
business processes to support retail operations at cutover. 
Review and evaluate the readiness of FairPoint's systems, organization, and 
business processes to support wholesale operations at cutover, including the 
readiness to offer those required sel-vices, products, and network elements 
specified by the State Regulators. 
Verify that FairPoint has perfomed the steps necessary to confirm accuracy of the 
data converted from Verizon systems in advance of cutover, This will include but 
not be limited to verifyins that the conversion team has performed a conversion 
"audit" to coilfirm conversion data accuracy for irnpo~tant data on the final moclc 
conversion in advance of cutover. This audit should involve statistically valid 
sampling of important converted data within the new systems to ensure that it is 
accurate as designed and required for business operation. 
Verify that FairPoint has taken the necessary steps to produce service quality and 
other required regulatory reports. 

KCJI Delzi.arnbles: 
A weekly telephone status conference with the State Regulators to answer 
questions as the system development and testing proceeds. 
A monthly written report to the State Regulators, including a public version, 
commenting on the test results and systems training progress and making 
recommendations for use in decision making prior to cutover. Anlong other 
items, the monthly report would: 

Review the overall test status and defect reporting at application and 
summary levels. 
Highlight performance on key test criteria. 
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Summarize and conllnenl on known workarounds planned by Fairpoint. 
Summarize and evaluate FairPoint's contingency planning and escalation 
procedures. 
Summarize possible service-affecting issues, their tnaznitude and severity, 
and possible remedies. 
Sulnn~slrize any remaining concerns of the consultant, based on the 
observatin~w it has made and data i t  has reviewed. 

Pre-Cutover lieadiness Review and Filial Report 

Through its monthly reporting process. Liberty will inform the State Re,dators ofthe 
status of FairPoint's plans to provide its Cutover Readiness Notice to Vetizon. Liberty 
anticipates that in the inonth before Fairpoint is likely to provide this notice, th.e State 
Regulators will Ilave an increased need for information about testing status. In addition, 
at the end of the monitoring process after cutover, Liberty will provide a filial report to 
the State Regulators. Ln this portion ofthe review, Liberty will: 

Be  available to answer additional questions that the State Regulators may have 
rclatcd to FairPoint's cutover readiness. 
Participate in conference calls and/or status conferences, as appropriate to each 
state. 
Produce a final report after cutover, summarizing Liberty's review and 
conclusions. 

Key Deli~~ernhbs: 
A conference call with State Regulators to answer questions about FairPoint's 
cutover readiness. 
Participation in a status corference in Vesmont with l l~e  Vermonl Public Service 
Board to present and answer questions from the Board on FairPoint's cutover 
readiness. 
One final report to the State Regulators two nionths after cutover, summarizing 
the project and final conclusions, including identifying any key busincss process 
gaps and ongoing Fairpoint system developmenl activities LO them. 
A conference call with the State Reg~lators to answer questions about the final 
repolt. 

Post-Cutover Review and Report 

If thc cutover proceeds without significant problems, Liberty's review will end at 
cutover. However, if aRer cutover the State Regulators obtain information from 
customers or other interested parties that customer-affecting problems have arisen, the 
State Regulators may elect to retain Liberty for fu~ther work to ascertain the source of the 
perceived problenls and FairPoint's ac~ioris and plans to alleviate thern. In this part of the 
project, Liberty would: 

Identify and review problems associated with the conversion. 
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Confer with Consumer Affairs staffs of each of the State Regulators regarding 
consumer compIaints post-cutover. 
Review Fairpoint's continuing system development plans for work that will be 
completed post-cutover to address any gaps in the support of key business 
processes at cutover. 
Evaluate the effectiveness of workarounds which were implemented and progress 
toward their elimination. 
Meet with Fairpoint personnel to review and evaluate the results of the cut-over 
and ongoing performance. 

Key Deli~~el-ables: 
A report to the State Regulators that summarizes the problems that have arisen as 
part of the conversion, identifies ongoing Fairpoint system development activities 
to address key business process gaps, and recommends whether any further 
monitoring is necessary. 
A conference call with the State Regulators to answer questions about the report. 

State Regulator Repol-ting and Oversight 

Liberty undcrstands that the New Hampshire PUC will provide contract management for 
this contract, and that its agreement is with the New Hampshire PUC. Payment for 
services will be received through the New Hampshire PUC, and Liberty understands that 
it will not be receiving payment from any other party. It is the intention of the New 
Hampshire PUC to collaborate with the Vermont DPS and the Maine PUC j.n a 
collaborative inter-jurisdictional process. Liberty understands that the New Hampshire 
PUC intends that Libeity will report on work performed to an individual designated at 
each of the three State Regulators. Liberty agrees that it will respond to inquiries and 
requests from any of the three State Regulators that are within the Scope of Work agreed 
to in this contract. 
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Rate 

Liberty estimates that this work will require the following consultant hours and expenses: 

Consultant Function 

Engagement 
Executive 

Antonuk and Principal 
Regulatory 
Interface 

Engagement 
Manager and 

Lead, 
Product 

King Management, 
Data 

Integrity, and 
End-to-End 

Testing 
Lead, 

Wholesale 
and Network 
Operat~ons 

Lead, 
Freda Financial 

Operations 
Lead, Billing 

Hourly 
Rate 

Review and Monitoring 
Assessment of Testing 

of Testing and 
and Cutover Cutover 
Readiness Readiness 

Process Process 

Pre- 
Cutover 

Readiness Total Total 
Review Hours Cost 

and Final 
Report 

and 
Howard Customer $1 85 160 200 60 420 $77,700 

Care 
Lead, 

Kowal Network 
Support $1 85 160 200 60 420 $77,700 

Functions 
Lead, Human 

Vavro Resources 
and Other $1 85 120 160 40 320 $59,200 

Matters 

Martin Project 
Support $1 85 40 120 40 200 $25,000 

TOTAL 
(Hrs.) 1000 1320 440 2760 $520,800 

EXPENSES $96,000 
TOTAL $616.800 

This estimate is based on the following assumptions: 

1. The scope of work covers only those items listed in this Scope of Work. 
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2. The work will require no nlore!han six on-site visits to 1;airl'oint and Cap$emini 
facilities For each ol'lhe cons~~l~ar?ls ~~esponsible fur Ihe functivlial aspects ol'tl~e 
cutover monitoring. 

3 The work will require no more than two visits to the State Regulators i l l  each of 
the three stares 

4. I here will be additiollai admin~srrative expellszs amounting to $SOO,UOO. 
5. Cuto\/er occurs beibre June 1 ,  3008. 
6. The work described in Post-Cutover Review and Report ~ l i l l  not be necessary and 

is not ~ncluded 

Using these assumptions, Liberty offers a not-to-excecd price for the work of $61 6,800. 
If cutover occurs after June 1,2008 or if the State Regulators require the work described 
in Post-Cutover Review and Report, Liberty will provide an estimate of consultant hours 
for the additional work required and will bilI for this additional work at the hourly rates 
noted in the table above. Ifthe Sta~e Re_rulators request that additiorial travel be made 
and administrative expenses incurred beyond that assumed above, Liberty will bill for 
these additional expenses. 


